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China is one of a few countries suffering heavily from natural disasters in the 
world due to its vast territory, changing climate, complex natural environment and 
geological structures. Major natural disasters occurred successively in China in recent 
years have caused serious economic losses and casualties, which have a huge impact on 
the social and economic development. However, China relies on a single government 
assistance system to deal with the major disasters, which has a very limited 
compensation to losses and brings heavy fiscal burden to the Government. As a result, 
China has an urgent demand for a reasonable catastrophe insurance system to provide 
effective protection. 
This article starts with the basic concepts of catastrophic risk including definition, 
features as well as categories. It then introduces both traditional and new catastrophic 
risk management tools after analyzing present catastrophic risk problems in China. In 
the following section, it explains why the catastrophe insurance market fails from the 
points of traditional economics and behavior economics. It also analyzes three 
theoretical basis for Government intervention into catastrophic insurance. In Chapter 3, 
it compares catastrophe insurance systems as well as their advantages and 
disadvantages in six countries including USA and France, after which it digs into the 
specific modes in each country. Chapter 4 mainly focuses on the status of catastrophe 
insurance system in China and brings forward the suggestion that the rational mode for 
China is Government-market Collaboration Mode. In the last section of the article, it 
puts forward initial concept for constructing catastrophe insurance system in China. 
First, it points out the specific mode for our government to intervene into catastrophe 
insurance. Second, it proposes a multi-level compensation system and some advice for 
product design in details.  
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